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Executive Summary 


NOTE: This Summary is provided solely for the conve- 
nience of the reader and does not constitute part of 
this Decision or the Reasons. 


The major decisions of the Board with respect to the 
TQM toll application are summarized below. 
f 


Rate Base 


The Board has approved the applied-for rate base, 
with minor adjustments to gas plant in service, accu- 
mulated depreciation and amortization and working 
capital. 


Rate of Return 


The Board has approved a rate of return on rate base 
of 12.94 percent based on the applied-for capital 
*structure of 75 percent debt and 25 percent equity. 
TQM had requested 13.37 percent. The approved rate 
reflects the applied-for cost of debt of 12.74 percent 
and the Board’s decision to allow the requested short- 
term debt deferral account. However, the Board has 
reduced the 15.25 percent requested rate of return on 
equity to 13.50 percent. 


Cost of Service 


The 7.5 and 5.3 percent increases sought by TQM for 
wages and salaries respectively for the test year have 


been reduced to 4 percent. The Board has also re- 
duced to 4 percent the 4.5 percent rate utilized by the 
Company to estimate test year inflation-related in- 
creases for certain operating expenses. 


The Board has reduced directors’ fees and expenses 
and auditing expenses by $32,600 and $16,000 re- 
spectively to reflect the completion of the downscal- 
ing program. In addition, the Company's projections 
for donations and community relations and Quebec 
capital taxes have been adjusted downwards by 
$21,800 and $32,000 respectively. 


The Board has approved the existing depreciation 
rates until the end of the 1988 operating year and has 
directed the Company to file its depreciation study 
with the Board by 30 June 1989. 


As a result of its decisions with respect to rate base, 
rate of return and cost of service, the Board has allow- 
ed a total cost of service of $81,986,000 compared to 
the $83,898,000 sought by TQM. 


Tolls 


The Board has approved the applied-for fixed toll 
design methodology. 


As a result of its decisions in this matter, the approved 
monthly toll is $6,832,000 effective 1 January 1986 
compared to the interim monthly toll of $7,216,000. 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/76111/085977 


Chapter 1 
The Application 


1.1. Background 


Trans Québec & Maritimes Pipeline Inc. (TQM), as 
mandatary for a partnership consisting of Trans- 
Canada PipeLines Limited (TCPL) and NOVA, AN AL- 
BERTA CORPORATION, operates a pipeline for trans- 
mission of natural gas. The pipeline extends from the 
point of interconnection with the TCPL system at St. 
Lazare, Quebec to a point just west of Quebec City, a 
distance of approximately 298 kilometres. 


Natural gas is transmitted by TQM for TCPL, although 
not all such gas is owned by TCPL. Some of the gas 
owned by TCPL is sold to TQM at the points of inter- 
connection between TQM and the facilities of Gaz 
Métropolitain, inc. (GMi), a Quebec distributor. TQM 
immediately sells this gas to the distributor at the 
same points. The balance of the gas owned by TCPL 
‘is sold directly to GMi at the distributor's points of in- 
terconnection with TQM. The remainder of the gas 
transmitted by TQM is owned by GMi. 


TCPL is charged the entire toll determined by the Na- 
tional Energy Board (the Board) to be just and rea- 
sonable in respect of transmission services rendered 
by TQM. Charges to TCPL by TQM are, upon approval 
by the Board, included in TCPL’s cost of service as a 
component of “Transmission by Others”. Thus, TQM’s 
toll becomes an integral part of the tolls paid by 
TCPL’s customers. 


By Order No. TG-1-85 dated 20 August 1985, the 
Board ordered TQM to charge, in respect of the trans- 
portation service provided to TCPL, a monthly toll of 
$7.216 million, commencing 1 September 1985. By 
Order No. TGI-12-85 dated 19 December 1985, the 
Board ordered that, effective 1 January 1986, the toll 
established by and the tariff filed in accordance with 
Order No. TG-1-85 be an interim toll and an interim 
tariff. 


1.2 Application 


By an application dated 28 February 1986, TQM ap- 
plied under Part IV of the National Energy Board Act 


for orders to be effective 1 January 1986 fixing just 
and reasonable tolls that TQM might charge for or in 
respect of the transmission of natural gas through its 
pipeline facilities and disallowing any existing tolls 
that would be inconsistent with the tolls so fixed. 


TQM suggested that its application could be dealt 
with by way of written submission and that the Board 
should only hold an oral hearing on matters it found to 
be not just and reasonable. In support of the written 
submission approach, TQM included in its application 
letters from eight interested parties, seven of whom in- 
dicated support for or non-objection to written submis- 
sions. The remaining party indicated that since TQM 
is a regulated monopoly utility, its application should 
be subject to an NEB public hearing. However, it sug- 
gested that if a settlement process were to be adopt- 
ed, the Company's application should be filed with the 
Board prior to discussions aimed at resolving issues 
without a hearing. 


1.3 Board Procedure 


By Order No. RH-2-86 dated 7 April 1986, the Board 
decided to hold an oral hearing on rate of return, to 
conclude the hearing with oral argument and reply on 
all issues, and invited interested parties to identify 
issues other than rate of return that they wished to ad- 
dress with their preference for dealing with each issue 
by written submission or oral hearing. 


Based on the issues identified by interested parties 
and their preferred method for dealing with such 
issues and on its own examination of the application, 
the Board decided that only rate of return matters 
would be considered during the oral portion of the 
hearing. The Board decided to deal with the remaining 
issues by way of written submission. As discussed in 
Section 5.1, the issue concerning the transportation 
by TQM of gas not owned by TCPL was not considered 
in this proceeding. A complete listing of the issues 
considered appear in Board Order No. AO-1-RH-2-86 
(Appendix II). 
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Chapter 2 
Rate Base 


2.1 Introduction 


The Applicant filed evidence showing its projected 
rate base for the 1986 test year. For reasons provided 
hereafter, the Board has adjusted the test period rate 
base as shown in Table 2-1. 


f 


Table 2-1 
Average Rate Base 
Test Year 1 January 1986 to 31 December 1986 


Application Authorized 
As Amended Adjustments By NEB 
($000) ($000) ($000) 
Gas Plant in Service 472,156 (3) 472,153 
Accumulated Depreciation 
& Amortization (49,352) (15) (49,367) 
Net Gas Plant 422,804 (18) 422,786 
Working Capital 3,677 (11) 3,666 
Tax Benefit on Sponsors’ 
Development Costs (14,251) — (14,251) 
Total Rate Base 412,230 (29) 


412,201 


2.2 Gas Plantin Service 


TQM projected its average gas plant in service (GPIS) 
for the test year to be $472.156 million. From evidence 
filed, the Board reduced GPIS by $3,000 to reflect 
minor changes in the opening balances of NEB ac- 
count 463-Measuring and Regulating and NEB ac- 
count 465-Mains. In addition, accumulated deprecia- 
tion and amortization was increased by $15,000 to re- 
flect the Board’s calculation of the amortization of 
NEB account 402-Other Project Costs (Appendix VIII). 


2.3 Working Capital 


TQM projected its working capital for the test year to 
be $3.677 million. Table 2-2 shows the Board’s adjust- 
ment to working capital. 


Table 2-2 
Details of Adjustments to Working Capital 
Application Authorized 
As Amended Adjustments By NEB 
($000) ($000) ($000) 

Cash 592 (Gist) 581 
Plant Materials SZ — SZ 
Transmission Line Pack 613 -- 613 
Prepayments S25 —_ 525) 
Downscaling 1,575 — Woke 


Total 3,677 (11) 3,666 


2.3.1 Cash 


The adjustment to the cash working capital allowance 
shown in Table 2-3 is a result of the Board disallowing 
a portion of TQM's operating and maintenance (O&M) 
expenses and reducing from 4.5 to 4 percent the 
escalation factor used to capture general price 
increases. 


Table 2-3 
Adjustment to Cash Working Capital Allowance 

($000) 
Net Operating and Maintenance Expenses 
per Applicant 7,109! 
Salaries and Benefits Disallowed (48)2 
Other Operating and Maintenance 
Expenses Disallowed (g4)3 
Net Operating and Maintenance 
Expenses Allowed 6,977 
1/12 of Net Operating and Maintenance 
Expenses per Applicant 592 
1/12 of Allowed Net Operating and 
Maintenance Expenses 581 
NEB Adjustment 11 


1 This amount excludes the cost of operating use gas. 
2 Reference Section 4.2.1. 
3 Reference Section 4.2.2. 


2.3.2 Downscaling 


In its September 1985 Reasons for Decision, the 
Board directed the Applicant to segregate the actual 
downscaling expenses from the forecasted amounts 
for 1985 and to bring forward any difference between 
these amounts for consideration in its next toll appli- 


cation. TQM requested that it} be allowed to amortize 
the difference of $632,000 over a 24-month period 
commencing 1 January 1986. The Board finds the 
Company’s request to be reasonable and approves 
the proposed amortization. The average unamortized 
balance may be included in the Applicant's test year 
rate base. 


3.1. Introduction 


TQM applied for a rate of return on rate base, as 
amended, of 13.37 percent as compared to the exist- 
ing approved rate of 13.20 percent. The applied-for 
capital structure and the associated individual cost 
rates are shown in Table 3-1. 


Table 3-1 
Applied-for Rate of Return on Rate Base 
Capital Cost Cost 
Structure Rate Component 

(%) (%) (%) 
Debt TO ee 9.56 
Equity 25.0 e245) 3.81 
100.0 13.37 


3.2 Capital Structure 


As in its prior toll applications, TQM requested that the 
Board determine the Company’s rate of return on rate 
base by reference to a capital structure consisting of 
75 percent debt and 25 percent equity. No intervenor 
in the current proceedings objected to the use of 
these ratios in the determination of the Company’s al- 
lowed rate of return on rate base. 


The Board has decided that the applied-for capital 
structure continues to form an appropriate basis for 
the determination of the Company’s allowed rate of 
return on rate base. 


3.3 Costof Debt 


TQM’s debt cost rate is a composite figure determined 
from a mixture of short-term and long-term financing. 
The cost rates associated with the Company’s long- 
term, fixed-rate debt obligations were not at issue 
during these proceedings. The Board approves the 
applied-for cost of long-term debt of 13.10 percent. 


During the hearing, short-term rates were discussed 
at length. In addition, TQM requested that a deferral 
account be granted in respect of this short-term debt. 
These matters are discussed below. 


Chapter 3 
Rate of Return 


3.3.1 Short-Term Debt Deferral Account 


In its application, TQM requested that the Board ap- 
prove a deferral account on its short-term debt in light 
of the recent volatility in short-term interest rates and 
the difficulty of accurately forecasting an appropriate 
rate. This account would capture any variances be- 
tween the actual cost of its short-term debt and the 
amount approved by the Board. TQM further request- 
ed that carrying charges on any such variances be 
calculated using the approved rate of return on rate 
base, with these amounts being amortized in future 
tolls. 


In argument, the Canadian Petroleum Association 
(CPA) indicated that it concurred with TQM’s request 
for a deferral account in respect of short-term debt. In 
support of this position, the CPA’s expert witness in- 
dicated that he felt the amount of TQM’s debt subject 
to variable rates was no longer unreasonable and as 
such he agreed with TQM’s request for deferral ac- 
count treatment of any shortfall or surplus. 


The Minister of Energy for Ontario (Ontario) took an 
opposing position on this matter and recommended 
that TQM not be granted a deferral account. Ontario 
suggested that TQM’s decision not to lock in its out- 
standing short-term debt was not sufficient justifica- 
tion for allowing a deferral account. Ontario also point- 
ed out that in the previous test year TQM neither 
sought nor received a deferral account when the 
amount of outstanding short-term debt was greater 
than that forecast for the current test year. 


In argument, Ontario took the position that if a deferral 
account for TQM’s short-term debt was established 
because of the circumstances of this case, such an 
account should be established for the test year only. It 
also suggested that the carrying charges on any vari- 
ances included in the deferral account should be cal- 
culated using a rate of prime less five basis points 
and not the rate of return on rate base. 


Le Procureur général du Québec argued that TQM 
should be granted a deferral account but only on a 
temporary basis. 


The Independent Petroleum Association of Canada 
supported the Company’s deferral account request. 


The Board recognizes the recent volatility in short- 
term interest rates and the inherent difficulty in at- 
tempting to forecast such rates. After consideration of 
the evidence presented, the Board approves the 
deferral account requested by TQM for the 1986 test 
year. Any variances recorded in the deferral account 
will incur carrying charges calculated using the au- 
thorized rate of return on rate base. 


3.3.2 Short-Term Debt 


TQM initially requested that it be allowed to cost its 
short-term debt at a rate based upon a prime rate of 
12 percent. During the hearing, TQM revised its re- 
quest to a cost rate based upon an average prime rate 
for the test year of 10.75. percent. An effective cost 
rate for short-term debt of 10.70 percent resulted 
from the fact that 90 percent of TQM’s short-term debt 
incurs costs at prime while the remaining 10 percent 
incurs costs at a rate of prime minus one-half of one 
percent. 


The position taken by the CPA’s expert witness was 
that the cost rate applicable to TQM’s short-term debt 
should reflect actual charges to date and a prime rate 
of 10.25 percent for the remainder of the test year, a 
rate that he felt was reasonable to apply to such debt 
prospectively. In argument, the CPA submitted that a 
rate of 10.25 percent for the remainder of the year 
would be reasonable in costing TQM’s short-term 
debt. The CPA also submitted that a rate of 10.25 per- 
cent applied for the whole test year would not be 
unworkable. 


Ontario argued that a rate based upon 11 percent for 
the first half of 1986 and 10.25 percent for the balance 
of 1986 would be appropriate. However, Ontario in- 
dicated it would not object greatly to the use of TQM’s 
actual cost rate for the first half of 1986. If TQM were 
granted a deferral account, it was Ontario’s position 
that arate of 10.75 percent should be used. 


The Board is of the view that the approved cost rate 
should reflect TQM’s actual cost of short-term debt for 
the first half of 1986. In this regard, TQM indicated 
that the prime rate averaged 11.31 percent during this 
period. The Board finds it reasonable to base TQM’s 
cost of short-term debt for the remainder of the test 
year ona prime rate of 10.25 percent, as requested by 
TQM. 


Having reviewed all of the evidence, and taking into 
account its decision on the short-term debt deferral 
account, the Board approves an overall cost rate for 
short-term debt of 10.70 percent. In reaching its deci- 
sion, the Board recognizes that the Company incurs 


interest at the Canadian bank prime rate on 90 per- 
cent of its short-term debt and at prime minus one-half 
of one percent on 10 percent of its outstanding term 
loans. 


Based on its decisions with respect to the cost rates 
for long-term and short-term debt, the Board approves 
TQM’s applied-for composite cost of debt of 
12.74 percent (see Table 3-1). 


3.4 Rate of Return on Equity 


TQM originally applied for a rate of return on equity of 
15.50 percent. This rate was amended to 15.25 per- 
cent to reflect changes that had occurred in the capi- 
tal markets in the intervening period between the 
filing of the application and the time of the hearing. 
The requested rate compares to the currently allowed 
rate of 14.75 percent. In support of this rate, TQM sub- 
mitted the evidence of its expert witness who em- 
ployed the equity risk premium and discounted cash 
flow (DCF) approaches to estimate the cost of equity 
capital. His analyses indicated that 15.25 percent rep- 
resented the cost of equity capital to TQM. 


The CPA recommended a rate of return on equity of 
13.25 to 13.50 percent based upon the evidence of its 
expert witness. In estimating the cost of equity capital, 
the witness for the CPA employed the DCF and equity 
risk premium approaches. 


Ontario recommended a rate of return on equity of 13 
to 13.25 percent based on the testimony of its expert 
witness. In estimating the cost of equity capital, the 
expert witness for Ontario relied upon the equity risk 
premium, DCF and comparable earnings approaches. 


As part of his equity risk premium approach, the 
Company's expert witness updated two studies he 
used in last year’s proceedings to establish what he 
felt to be an appropriate equity risk premium. He 
concluded that, on average, a premium in the range of 
4.25 to 4.50 percentage points over long-term 
Government of Canada bond yields and 5.10 percent- 
age points over preferred share yields was warranted. 
When combined with his forecasts of long-term 
Government bond and preferred share yields, he es- 
timated the “bare-bones” cost of equity capital to be 
13.85 percent. 


In applying the DCF technique, this witness estimated 
the cost of equity capital for four groups of stable in- 
dustrials, three non-diversified electric-gas distribu- 
tors, GMi and a group of five telephone companies. In 
his view, these studies suggested a “bare-bones” 
cost of about 13.75 percent for the utilities and indus- 
trials examined. This rate included a 50 to 75 basis 
point adjustment to reflect the witness’ views of 


TQM's risk relative to the high-grade utilities in his 
sample. After adjusting his risk premium and DCF 
“bare-bones” results by a 10 percent factor for flota- 
tion costs and to allow TQM to achieve a market- 
to-book ratio of 120 percent, he concluded that the 
cost of equity capital was 15.20 percent. 


In applying the DCF technique, the witness for the 
CPA utilized the data from three samples of low-risk 
Canadian non-utilities. From these studies, he 
concluded that the current and prospective rate of 
return required by equity investors in long-established 
gas transmission companies was no more than 
12.75 percent as of May 1986. He then added a risk 
premium of 50 basis points to account for TQM'’s rela- 
tive risk Compared to such companies in arriving at 
the investors’ required rate of return (IRR) of no more 
than }3.25 percent. 


In his equity risk premium approach, the expert wit- 
ness for the CPA noted that for the most part he fol- 
lowed the approach used by the witness for TQM. 
However, he indicated there were important dif- 
ferences in both the results and interpretation. The 
major area of disagreement revolved around the beta 
value to be utilized in determining the appropriate 
equity risk premium to be added to the long-term 
Government of Canada bond rate. The witness for the 
CPA used a beta value of .60, as opposed to the beta 
* value of .85 used by TQM’s expert witness. 


Because of differing beta values, the CPA’s witness 
suggested as appropriate an equity risk premium of 3 
percentage points as contrasted to the 4.25 to 
4.50 percentage point range of TQM’s witness. The 
CPA witness further stated that an equity risk premium 
of three percentage points was, in his view, on the 
generous side. He concluded from adding his equity 
risk premium of 3 percentage points to a long-term 
Government of Canada bond yield estimate of 
9.50 percent that the IRR for TQM was no more than 
12.50 percent, as measured by the equity risk premi- 
um approach. 


Giving approximately equal weight to the results of 
his two tests, the witness for the CPA arrived at an IRR 
range of 12.75 to 13 percent to which he added a 50 
basis point increment to cover a number of factors 
which he considered in developing what he thought to 
be a fair rate of return on equity. 


In his equity risk premium approach, the expert wit- 
ness for Ontario studied the historical risk premiums 
achieved in different classes of stock investments on 
the Toronto Stock Exchange (TSE) over the yields on 
long-term Canada bonds over the period 1965 to 
1985. He concluded that the required equity risk pre- 
mium for an investment with risk comparable to that 
of the average stock on the TSE required a premium 


of 3 to 3.50 percentage points over the 15-year 
Canada bond rate. Adding this premium to an estimat- 
ed long-term Government of Canada bond yield of 
8.85 percent resulted in a base cost of equity capital 
of 11.85 to 12.35 percent. The witness was of the view 
that no adjustment to this range was required for the 
risk of TQM relative to the average stock on the TSE. 


The witness for Ontario applied the DCF approach to 
a sample of Canadian utilities. The observed dividend 
yield range of his sample was 6.38 to 6.60 percent. 
His analysis further indicated that the prospective 
growth rate of the sample was between 6 and 6.50 
percent. Thus, he concluded that TQM’s basic cost of 
equity as measured by the DCF test lay in a range of 
12.38 to 13.10 percent. 


In his comparable earnings analysis, Ontario’s witness 
reviewed historical returns on book equity for both his 
low-risk industrial and utility samples for time periods 
encompassing the years 1975 to 1985. The cost of 
equity capital as measured by this approach was in 
the range of 11.62 to 13.49 percent for the low-risk in- 
dustrials, after giving effect to a 10 basis point reduc- 
tion for TQM’s perceived lower risk relative to these 
companies. The results of his utility sample ranged 
from 11.94 to 14.06 percent. 


After assessing the results from all of his cost estima- 
tion techniques, in particular those from his DCF and 
risk premium tests, Ontario’s witness concluded that 
the cost of equity to TQM before adjustment for 
market pressure was in the range of 11.75 to 
13.25 percent. This estimate was increased by 50 
basis points to a level of 12.25 to 13.75 percent after 
adjusting for market pressure considerations. Onta- 
rio’s witness subsequently recommended that, be- 
cause of the significant decline in capital market 
yields, TQM be allowed to earn a rate of return on 
common equity of 13 to 13.25 percent. 


The Board notes that there was discussion regarding 
the risk level of TQM relative to other established gas 
transmission companies. The Board is not convinced 
by various statements made that the investment risks 
faced by TQM are greater than those experienced by 
such companies. 


With respect to the rates of return on equity recom- 
mended by the various parties, the Board notes that 
the rates recommended by the expert witnesses rep- 
resenting TQM and Ontario are somewhat lower than 
their corresponding positions last year. The Board fur- 
ther recognizes the decrease in interest rate levels be- 
tween this year and last. 


The Board remains of the view that the determination 
of an appropriate rate of return on equity involves the 
use of methods which are necessarily indirect and 


subject to the exercise of judgment. Having consid- 
ered the evidence, giving particular consideration to 
experienced interest rate levels and the current pros- 
pect for such rates, the Board finds 13.50 percent to 
be a fair and reasonable rate of return on equity. 


3.5 Rate of Return on Rate Base 


Based upon the Board's findings with respect to the 
rates of return on debt and equity, the overall rate of 
return on rate base is 12.94 percent as shown in Table 
3-2. 


3.6 Computation of Allowed Return on Rate 
Base 


Based on the Board’s decisions with respect to rate 
base and rate of return matters, the total return allow- 
ed the Company for the 1986 test year is 
$53,339,000. The derivation of this amount is shown 
in Table 3-3. 
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Table 3-2 
Approved Rate of Return on Rate Base 
Capital Cost Cost 
Structure Rate Component 
(%) (%) (%) 
Debt LOO WET 9.56 
Equity 25.0 ISB 3.38 
100.0 12.94 
Table 3-3 
Allowed Return on Rate Base 
($000) 
Rate Base per Section 2.1 412,201 
Total Allowed Return 53,339 


(12.94 percent x 412,201) 


Chapter 4 
Cost of Service 


4.1 Introduction 


The Applicant filed evidence showing its projected 
cost of service for the 1986 test year. For reasons 
provided hereafter, the Board has adjusted TQM'’s 
cost of service as shown in Table 4-1. 
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Table 4-1 
Authorized Cost of Service 
Test Year 1 January 1986 to 31 December 1986 


Application Authorized 
As Amended Adjustments By NEB 
($000) ($000) ($000) 
Operating and 
Maintenance Expenses lis (132) 6,981 
Depreciation and 
Amortization 19,428 6i5) 19,463 
Taxes Other Than 
Income Taxes 2,242 (39) 2,203 
Income Taxes _ — 
Return on Rate Base NW (1,776) 53,339 
Total Cost of Service (1,912) 81,986 


83,898 


4.2 Operating and Maintenance Expenses 


Because of its downscaling program, TQM, as in 
1985, estimated its test year O&M expenses employ- 
ing a zero-based budgeting methodology. The 
amounts disallowed by the Board total $131,800 as 
shown in Table 4-2. 


4.2.1 Wages, Salaries and Employee Benefits 


Person-years 


TQM projected an average of 76 employees for the 
test year, down from 93 in the base year. The test year 
complement of permanent staff included 56 salaried 
employees and 15 wage earners. The Company also 
expected to hire 5 to 15 temporary employees during 
the months of May to October or an average of 5 for 
the test year. The Board accepts the test year level of 
Staff as applied for by TQM. 


Wages and Salaries 


TQM'’s estimated test year wage expense reflected an 
increase of $30,800 over the base year because of an 
overall 7.5 percent increase in the average wage rate. 
The 7.5 percent included 4 percent for economic, 
2 percent for progression and 1.5 percent for promo- 
tion increases. 


TQM projected an overall 5.3 percent increase in the 
salary level for the test year. This amounted to a 
$103,700 adjustment to the base year salaries ex- 
pense after allowing for changes in staff level. The 5.3 
percent increase was made up of a 4.9 percent merit 
increase and a 0.4 percent promotion increase. 


In support of the requested increase in salaries and 
wages, TQM presented a consultant's assessment of 
the external competitiveness of TQM'’s current sala- 
ries, benefits and other elements of compensation, 
and of forecasted salary movements in the Canadian 
marketplace for 1986. The consultant recommended 
an overall increase of 5.2 percent in salaries for the 
test year. 


The Board notes that current wage and _ salary 
settlements in the industry have ranged from 3.6 to 
5.5 percent. In its most recent decisions in respect of 
jurisdictional pipelines, the Board has allowed four 
percent all-inclusive increases for 1986 salaries and 
wages. Taking into consideration recent settlements 
and current economic conditions in the oil and gas 
industry, the Board believes that a four percent 
average increase inclusive of economic, merit, 
promotion and progression increases is reasonable. 
Consequently, the Board approves a four percent 
all-inclusive increase for both salaries and wages. 
This adjustment results in a disallowance of $39,800 
in salaries and wages. 


Employee Benefits 


TQM’s consultant concluded that the Company's 
employee benefits package was very close to the 
median of the marketplace. TQM made no changes to 
its employee benefit plans in the base year and 
anticipated no changes for the test year. However, 
TQM estimated that employee benefits would 


represent 19.3 percent of salaries and wages in the 
test year compared to 16.5 percent for the base year. 
TQM explained that the costs of employee benefits 
did not decrease as much as the reduction in salaries 
and wages from the base year to the test year. It also 
indicated that the cost of certain benefits increased 
due to employee seniority, while others related to 
insurance have had increases in premiums. 


The Board finds the level of benefits TQM provides to 
its employees to be reasonable. However, since the 
Board adjusted the test year salaries and wages as 
described in the preceding section, it has reduced the 
employee benefits expense for the test year by 
$7,680. 


4.2.2 Forecasts of Other O&M Expenses 


In forecasting other O&M expenses for the test year, 
TQM gave consideration to changes resulting from 
reduced levels of activity and general price escalation. 


Escalation Factor 


TQM used an escalation factor of 4.5 percent to cover 
general price level increases for the test year. This es- 
timate was based on the inflation rate projected for 
1986 by various organizations which ranged from 3.5 
to 6 percent. Ontario estimated an inflation rate of 
3.8 percent for 1986. The Board has decided that an 
escalation factor of four percent should be used to 
cover general price level increases in estimating 
O&M expenses for the 1986 test year. This reduces 
O&M expenses by $15,600, exclusive of (i) directors’ 
fees and expenses, (ii) auditing, and (iii) donations 
and community relations. 


Directors’ Fees and Expenses 


In its application, TQM projected directors’ fees and 
expenses of $112,600 based on the 1985 forecast of 
fees for nine directors as well as expenses for one 
annual, two board and six executive committee meet- 
ings. The Board finds that given the completion of the 
downscaling program, an amount of $80,000 is suffi- 
cient for the test year. 


Auditing 


The Applicant forecasted auditing expenses of 
$76,000 for the 1986 test year, an increase of 
$20,000 from 1985 actual costs incurred. Evidence 
filed during the proceeding indicated that $9,480 of 
audit work performed in 1985 was invoiced to TQM in 
1986. The Company maintained that this late 
invoicing resulted in an understatement of 1985 
actuals. The Board has considered the evidence filed 
by TQM and has decided that because of the 
completion of the downsizing program, the auditing 
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expenses for the 1986 test year should be similar to 
those of 1985. Accordingly,’ the Board allows an 
amount of $60,000 for auditing purposes. 


Donations and Community Relations 


TQM projected an amount of $141,800 to cover 
donations and community relations. In evidence filed 
with the Board, the Applicant indicated that 1985 
obligations totalling $10,600 were paid for in 1986, 
which resulted in an understatement of 1985 actuals. 
The Board has considered TQM’s normal obligations 
as a corporate member of the various communities 
within which it operates and has decided to allow an 
amount of $120,000 for this purpose. 


Table 4-2 
Adjustments to Operating and Maintenance Expenses 
Application Authorized 
As Amended Adjustments By NEB 
($000) ($000) ($000) 
Salaries and Wages 2,659.7 (39.8) 2,619.9 
Employee Benefits - 
Direct 485.7 0); 478.0 
Directors’ Fees & Expenses 112.6 (32.6) 80.0 
Auditing 76.0 (16.0) 60.0 
Donations and Community 
Relations 141.8 (21.8) 120.0 
Other 3,637.5 (13.9) | 3,623.6 
Totals (131.8) 


7,113.3 6,981.5 


1 Reflects capitalized credits of $1,700 in salaries, wages and em- 
ployee benefits. 


4.3. Depreciation and Amortization 


Appendices VII and VIII respectively provide details 
of the Applicant’s approved accumulated depreciation 
and amortization expense and the approved monthly 
depreciation and amortization expense for the 1986 
test year. 


4.3.1 Depreciation 


In its September 1985 Reasons for Decision, the 
Board approved TQM’s existing depreciation rates for 
the 1985 test year. However, the Applicant was re- 
quired to submit a depreciation study in accordance 
with the Board’s letter dated 21 November 1984 and 
was directed to inform the Board of the date it would 
submit this depreciation study. 


In its application, TQM requested that a depreciation 
study not be undertaken before actual data for the 
1988 operating year could be gathered. The Company 
indicated that a period of five years of experience is 


usually required before such depreciation studies can 
be successfully carried out. TQM suggested that cir- 
cumstances were virtually unchanged from last year 
because of the present lack of data to support retire- 
ment patterns of its various asset categories. 


The Board agrees with this position and with the 
proposal put forth by the Applicant. Unless circum- 
stances change, the Board approves the existing 
depreciation rates of the Company until the end of the 
1988 operating year. TQM is directed to file its depre- 
ciation study with the Board by 30 June 1989. 


4.4 Municipal and Other Taxes 


In its application, TQM forecasted municipal and 
school taxes of $1,248,000 and Quebec capital taxes 
of $994,000. The Applicant used an escalation factor 
of five percent in determining school taxes for the 
period 1 July to 31 December 1986. Ontario queried 
TQM.on its calculation of capital taxes. In response, 
the Company provided calculations indicating no fore- 
cast change in the level of capital taxes between the 
base and test years. However, TQM subsequently 
noted that the Quebec capital tax rate had increased 
as a result of the provincial budget from 0.45 to 
0.48 percent effective 1 May 1986. TQM’s application 
update allowed for an increase of $58,000 to Quebec 
capital taxes. 


* The Board has considered the evidence filed and has 
decided to allow a four percent escalation factor in 
calculating the Company’s school taxes. The resulting 
adjustment of $7,000 reduces the Applicant's munici- 
pal and school taxes to $1,241,000. The Board finds 
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that the adjustment to the Quebec capital tax rate 
does not justify the requested increase of $58,000, 
but only an increment of $26,000. Accordingly, the 
Board limits this increase to $26,000. 


4.5 Income Taxes 


In its March 1984 Reasons for Decision, the Board es- 
timated TQM’s income tax losses carried forward for 
toll purposes at 31 December 1983 to be 
$79,646,241. The Board also required TQM to file cer- 
tain income tax schedules by 31 July of each year for 
its previous fiscal year. For the years 1983 and 1984 
TQM'’s filings showed the amounts of losses carried 
forward for toll purposes to be $80,645,000 and 
$75,628,000 respectively. The Applicant has since 
revised its 1984 income tax losses carried forward to 
$74,224,000. The difference of $1,404,000 resulted 
from the addition of the 1984 amortization of 
downscaling costs to net income. 


For the test year, TQM estimated its losses carried for- 
ward for toll purposes at 31 December 1986 to be 
$44,173,000. The Board has revised this estimate to 
$45,774,000 on the basis of the following: 


1. TQM’s income tax filings with the Board for the 
years 1983 and 1984. 


2. TQM’sresponses to NEB information requests. 


3. The Board’s decisions for the test year 1986. 


A schedule of income tax losses carried forward for 
toll purposes for the years 1983 to 1986 inclusive is 
shown in Appendix IX. 
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Chapter 5 


Tariff Matters and Toll Design 


5.1. Tariff Matters 


In its letter of 138 March 1986, Dome Petroleum Limit- 
ed (Dome) again raised the issue of access to the 
TQM pipeline by shippers other than TCPL. In particu- 
lar: (i) whether TCPL can transport gas it does not 
own,pursuant to its transportation service contract 
with TQM; and (ii) whether the rates charged by TCPL 
for such service should be sufficient to recover the 
costs it would incur. Dome agreed that it would not 
pursue this issue in the 1986 TQM toll application on 
the assumption that it would be addressed in TCPL’s 
next toll application. 


The Board acknowledges the issue raised by Dome 
but gives no assurances as to when the matter will be 
dealt with. However, the Board is of the opinion that 
this matter would best be addressed in a TCPL toll ap- 
* plication or ina separate proceeding. 


5.2 Toll Design 


TQM requested that the Board approve a fixed toll for 
the twelve-month period 1 January to 31 December 
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1986. In developing the toll, the Applicant used the 
1985 calendar year as its base period. As in previous 
years, the Board considers this toll design method to 
be the most appropriate one for the Company. Table 
5-1 summarizes the approved cost of service. The ap- 
proved monthly toll to be charged by TQM effective 1 
January 1986 is $6.832 million. 

Table 5-1 


Approved Cost of Service 
Test Year 1 January 1986 to 31 December 1986 


Authorized 


By NEB Reference 
($000) 

Operating and Maintenance 

Expenses 6,981 Section 4.2 

Depreciation and Amortization 19,463 Section 4.3 

Taxes Other Than Income Taxes 2,203 Section 4.4 

Income Taxes == Section 4.5 

Return on Rate Base 53,339 Section 3.5 

Total Cost of Service 81,986 
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Chapter 6 
Disposition 


The approved monthly toll to be charged by TQM ef- 
fective 1 January 1986 is $6.832 million compared to 
the interim monthly toll of $7.216 million. 


The foregoing, together with Board Order No. 
TG-3-86, constitute our Reasons for Decision and our 
Decisions on this matter. 


J. Farmer 
Presiding Member 


R.B. Horner, Q.C. 
Member 


A.B. Gilmour 
Member 


Ottawa, Canada 
August 1986 
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Appendix | 


HEARING ORDER RH-2-86 
DIRECTIONS ON PROCEDURE 


Trans Québec & Maritimes Pipeline Inc. (TQM) 
Application for Tolls Effective 1 January 1986 


By application dated 28 February 1986, Trans Québec & Maritimes Pipeline Inc. (“TQM” or “the 
Applicant’) applied to the National Energy Board (“the Board”) for certain orders respecting tolls 
under Sections 50, 51 and 52 of the National Energy Board Act. On 19 December 1985, the Board 
issued Order TGI-12-85 to TQM authorizing interim tolls to be charged by TQM for the period 
commencing 1 January 1986 and ending on a date to be specified in the Board’s Decision with re- 
spect to the forthcoming toll hearing. 


TQM suggested that its application could be dealt with by way of written submission and that the 
Board should only hold an oral hearing on matters it found to be not just and reasonable. In support 
of the written submission approach, TQM included in its application letters from eight interested 
parties, seven of whom indicated support for or non-objection to written submissions. 


Having considered the application, the Board is of the view that proceeding in the manner sug- 
gested by TQM would prejudge the application before hearing the views of all interested parties. 
Accordingly, the Board is not prepared to adopt this method of proceeding. Rather, the Board has 
decided to proceed as follows: 


(a) the Board will hold an oral hearing on rate of return; 
(b) the hearing will conclude with oral argument and reply on all issues; 


(c) interested parties are invited to identify issues other than rate of return that they wish to ad- 
dress and to indicate their preference for dealing with each issue by written submission or 
oral hearing; 


(d) the Board will decide whether the issues identified by interested parties and by the Board in 
its own examination of the application will be considered by oral hearing or by written sub- 
mission; and 


(e) interested parties will be invited to file submissions on those issues that the Board decides 
to consider by means of written submission. 


Therefore, the Board directs as follows: 


1. The Applicant shall deposit and keep on file, for public inspection during normal business 
hours, a copy of the application in its offices at 870, boulevard de Maisonneuve est, Montréal, 
Québec, H2L 1Y6. A copy of the application is also available for viewing during normal busi- 
ness hours in the Board’s Library, Room 962, 473 Albert Street, Ottawa, Ontario, K1A OE5 
and at the Board’s Calgary office, 4500-16th Avenue, N.W., Calgary, Alberta, T3B OME6. 


16) 


Interventions and letters of comment are required to be filed with the Secretary by 24 April 
1986 and served on all other parties as soon as possible. Interventions should include: 


(a) the specific areas or issues a party wishes to address and the reasons therefor, and 


(b) for each issue excluding rate of return, whether it feels that its concerns should be dealt 
with through written submission or oral hearing. 


Intervenors wishing to raise matters not addressed in TQM’s application should so indicate 
at the time of filing their intervention. 


The Secretary will issue a list of intervenors shortly after 24 April 1986. 


Any reply by the Applicant should be filed with the Secretary and served on parties who have 
made a submission pursuant to paragraph 2 by 1 May 1986. 


The Board will release a decision specifying the issues and how they will be considered on 
or before 7 May 1986. 


The Applicant's additional written evidence, including its written submission on all issues not 
being considered in the oral portion of the hearing, shall be filed with the Secretary and 
served on all other parties by 14 May 1986. 


Information requests addressed to the Applicant are required to be filed with the Secretary 
and served on all other parties by 21 May 1986. 


The Applicant's responses to information requests received within the specified time limit 


Shall be filed with the Secretary and served on all other parties by 28 May 1986. 


Intervenors’ written evidence, including written submissions on all issues not being consid- 
ered in the oral portion of the hearing, is required to be filed with the Secretary and served on 
all other parties by 5 June 1986. 


Information requests to Intervenors are required to be filed with the Secretary and served on 
all other parties by 11 June 1986. 


Intervenors’ responses to information requests received within the specified time limit shall 
be filed with the Secretary and served on all other parties by 18 June 1986. 


The oral portion of the public hearing will commence in the Board’s hearing room, 473 Albert 
Street, Ottawa, Ontario, on Tuesday, 8 July 1986 at 9:30 a.m. 


The proceeding will be conducted in either of the two official languages and simultaneous in- 
terpretation will be provided. 


The Applicant shall serve one copy of these directions with the attached public notice and a 
copy of the application forthwith on those parties who intervened in the proceedings held on 
TQM’s tolls under Order RH-4-85, as amended, and on those parties listed in Appendix |, 
should any of these parties not already have been served. 


TQM is required to publish forthwith the attached public notice in the following publications: 


“The Herald” in Calgary, Alberta 


“The Journal”, and in Edmonton, Alberta 
“Le Franco-Albertain”’ 


“The Leader-Post”, and in Regina, Saskatchewan 
“Journal L’eau-Vive” 


“The Winnipeg Free Press”, in Winnipeg, Manitoba 
and “La Liberté” 
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“The Globe and Mail”, in Toronto, Ontario 
“The Toronto Star”, 

“Financial Times of Canada”, 

“The Financial Post’, and 


“L’Express” 

plhe-chizen |; be Droit, in Ottawa, Ontario 

and “The Canada Gazette” 

“The Gazette”, “Le Devoir’, in Montreal, Quebec 

and “La Presse” 

“Le Soleil”, and “Journal de in Quebec City, Quebec 

Québec” 

17. Where parties are directed by this order to file with the Board or serve documents on other 


18. 


20: 


ZAe 


parties, the following shall apply: 


(i) 35 copies of the document are to be filed with the Board; 
(ii) 3 copies of the document are to be served on the Applicant; and 
(iii) 1 copy of the document is to be served on Intervenors. 


Persons filing letters of comment should serve one copy of the documents on TQM and file 
one copy with the Board, which in turn will provide copies for all other parties. 


For the purpose of the oral hearing of evidence the following procedure shall apply: 


(i) TQM shall present its evidence on the item; 

(ii) Intervenors and Board Counsel shall have the right to cross-examine TQM’s witnesses 
on that item; 

(iii) Intervenors shall present their evidence on that item in an order to be specified at the 
commencement of the proceedings; 

(iv) After each Intervenor has presented its evidence, other Intervenors, TQM and Board 
Counsel shall have the right of cross-examination; and 

(v) TQM shall present its final argument on all items, followed by Intervenors, after which 
TQM shall be entitled to rebuttal. 


The procedures to be followed in this proceeding shall, unless the Board otherwise directs, 
be governed by the Draft NEB Rules of Practice and Procedure dated 18 February 1985. 


All parties are asked to quote Order No. RH-2-86 when corresponding with the Board in this 
matter. 


J.S. Klenavic 
Secretary 
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Appendix | 
To Order RH-2-86 


Attorney General of the Province of Alberta 
227 Legislature Building 

Edmonton, Alberta 

TSKeZB6 


Attorney General of the Province of Saskatchewan 
Legislative Buildings 

Regina, Saskatchewan 

54S OB3 


Attorney General of the Province of Manitoba 
9th Floor 

405 Broadway Avenue 

Winnipeg, Manitoba 

R8G Bs 


Attorney General of the Province of Ontario 
18 King Street East 

Toronto, Ontario 

M56 1C5 


and 


John M. Johnson, Q.C. 
Director, Legal Services Group 
Ministry of Energy for Ontario 
12th Floor 

56 Wellesley Street West 
Toronto, Ontario 

M7A 2B7 


Procureur général de la province de Québec 
Edifice Delta 

1200, route de l’Eglise 

Ste-Foy (Québec) 

Glee XK 7, 


and 


Me Jean Giroux, avocat 

Service juridique du Ministere 
de l’énergie et des ressources 
de la province de Québec 

200B, Chemin Ste-Foy 

Québec (Québec) 

G1R 4X7 
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Appendix II 
To Order RH-2-86 


NATIONAL ENERGY BOARD 
NOTICE OF PUBLIC HEARING 


Trans Québec & Maritimes Pipeline Inc. (TQM) 
Application for Tolls Effective 1 January 1986 


The National Energy Board will hold a public hearing, pursuant to Part IV of the National Energy 
Board Act to consider an application dated 28 February 1986 from Trans Québec & Maritimes 
Pipeline Inc. for certain orders respecting tolls under Sections 50, 51 and 52 of the National 
Energy Board Act. 


The Board has decided to deal with the question of rate of return, and such other issues as it will 
later identify, by means of an oral hearing. It will commence in the Board’s hearing room, 473 
Albert Street, Ottawa, Ontario, on Tuesday, 8 July 1986 at 9:30 a.m. The hearing will conclude with 
oral argument and reply on all issues. 


Anyone wishing to intervene in the hearing must file a written intervention with the Secretary of the 
Board and send a copy to TQM at 870, boulevard de Maisonneuve est, Montréal, Québec, H2L 
1Y6 by 24 April 1986. Interventions should identify issues other than rate of return that a party 
wishes to address and their preference for dealing with each issue by written submission or oral 
hearing. 


Anyone wishing only to comment on the application should write to the Secretary of the Board and 
send a copy to TQM. 


TQM will have until 1 May 1986 to file any reply it wishes to make with the Secretary and serve it 
on parties who have made a submission. 


On or before 7 May 1986, the Board will release a decision specifying the issues and whether 
they will be considered by written submission or oral hearing. 


Following this decision, the Board will invite interested parties to file submissions on those issues 
that the Board decides to consider by means of written submission. 


Information on the procedures for this hearing (Reference Number: RH-2-86) is available in both 
English and French and may be obtained by writing to the Secretary or telephoning the Board's 
Regulatory Support Office at (613) 998-7206. Please quote Order No. RH-2-86 when correspond- 
ing with the Board on this matter. 


J.S. Klenavic 
Secretary 

National Energy Board 
473 Albert Street 
Ottawa, Ontario 

K1A 0E5 


7 April 1986 
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Appendix II 


Order AO-1-RH-2-86 
(Amending Hearing Order RH-2-86) 
Amendments to Directions on Procedure 
Trans Québec & Maritimes Pipeline Inc. 
Issues to be Considered In the Oral Portion 
of the Hearing and by Written Submission 
f 
On 7 April 1986 the Board issued Order No. RH-2-86, requesting the comments of interested par- 
ties on the appropriate means of proceeding with the application dated 28 February 1986 by 
Trans Québec & Maritimes Pipeline Inc. (TQM) for new tolls effective 1 January 1986. 


The Board has considered the issues identified by interested parties and their indicated prefer- 
ences for dealing with particular issues by oral hearing or written submission. Based on these 
views and on its own examination of the application, the Board has decided that all rate of return 
matters will be considered in the oral portion of the hearing. It has further decided to deal with the 
remaining issues raised by interested parties and by the Board itself by way of written submission, 
exclusive of the issues associated with the shipment of gas volumes not owned by TransCanada 
PipeLines Limited on the TQM system, which will not be considered in this proceeding. 


Accordingly, the following issues will be considered in the oral portion of the hearing: 


1. Rate of return 
- rate of return on equity 
- cost of short-term (unfunded) debt 
- short-term debt deferral account 


The following issues will be considered by written submission: 
2. Costescalation factors employed by TQM. 
Miscellaneous cost of service items. 


3 

4. Wages, salaries and employee benefits. 

S) Forecasts of operating and maintenance expenses other than 4. above. 
6 


The depreciation study requested in the Board’s September 1985 Reasons for Decision in re- 
spect of TQM. 


7. Depreciation and amortization. 

8 Income.taxes. 

9. Miscellaneous gas plant in service. 
10. Downscaling expenses. 


The hearing will conclude with oral argument and reply on all issues. 


J.S. Klenavic 
Secretary 
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Appendix III 


Order No. TGI-12-85 
IN THE MATTER OF the National Energy Board Act and the Regulations made thereunder; and 


IN THE MATTER OF Order No. TG-1-85 respecting tolls specified in a tariff filed by Trans Québec 
& Maritimes Pipeline Inc. (“TQM”) pursuant to Part IV of the Act filed with the Board under File No. 
4 562-T28-5. 


BEFORE the Board on Thursday the 19th day of December 1985. 


WHEREAS by Order No. TG-1-85 dated 20 August 1985 the Board established tolls to be charged 
by TQM effective 1 September 1985; 


AND WHEREAS the Board wishes to review the appropriateness of current tolls; 
MIS ORDERED THAT: 


1. The toll established by and the tariff filed in accordance with Order No. TG-1-85 shall be an 
interim toll and tariff. 


2. — This interim order shall come into force on 1 January 1986 and remain in effect only until the 
Board issues its final order with respect to TQM’s tolls. 


Dated at the City of Ottawa in the Province of Ontario, this 19th day of December 1985. 
NATIONAL ENERGY BOARD 


J.S. Klenavic 
Secretary 
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Appendix IV 


Order No. TG-3-86 


IN THE MATTER OF the National Energy Board Act (“the Act’) and the Regulations made 
‘ thereunder; 


AND IN THE MATTER OF an application by Trans Québec & Maritimes Pipeline Inc. (“TQM”) 
made under Part IV of the Act for certain orders respecting tolls and tariffs, filed with the Board 
under File No. 1562-T28-6. 


BERORE: 
J. Farmer 
Presiding Member 


R.B. Horner 
Member 


A.B. Gilmour 
Member 


WHEREAS by application dated 28 February 1986, TQM sought approval by the Board, effective 
1 January 1986, of a fixed transportation toll for transmission of natural gas through its pipeline 
facilities; 

AND WHEREAS by Order No. TG-1-85, dated 20 August 1985, the Board ordered TQM to charge, 


in respect of the transportation service provided to TransCanada PipeLines Limited, a monthly toll 
of $7.216 million commencing 1 September 1985; 


AND WHEREAS by Order No. TGI-12-85, dated 19 December 1985, the Board ordered that, effec- 
tive 1 January 1986, the toll established by and the tariff filed in accordance with Order No. 
TG-1-85 be an interim toll and an interim tariff; 


AND WHEREAS pursuant to Board Order No. RH-2-86, as amended by Board Order No. AO-1 
-RH-2-86, the Board examined and heard the written and oral evidence of TQM and all interested 
parties with respect to the said application; 


IT IS ORDERED THAT: 


1. TQM shall charge, in respect of its transportation service provided to TransCanada PipeLines 
Limited, a monthly toll of $6.832 million commencing 1 October 1986. 


2. TQM shall refund to TransCanada PipeLines Limited on 30 September 1986 the amount of 
$3,605,000, being part of the tolls charged by TQM under Board Order No. TGI-12-85 that is 
in excess of the tolls determined by the Board to be just and reasonable together with inter- 
est thereon. This amount is comprised of principal in the amount of $3,456,000, and interest 
in the amount of $149,000, calculated using the approved rate of return on rate base. 


3. TQM shall file with the Board and serve upon all parties to the proceedings held pursuant to 
Board Order No. RH-2-86, as amended, a gas transportation tariff incorporating the toll set 


29 


out In paragraph 1 and in conformity with the decisions outlined in the Board’s Reasons for 
Decision. 


4. Those provisions of TQM’s tariffs which specify a toll other than the toll specified in para- 
graph 1 are hereby disallowed, such disallowance to be effective on 30 September 1986. 


Dated at the City of Ottawa, in the Province of Ontario, this 15th day of August 1986. 
NATIONAL ENERGY BOARD 


J.S. Klenavic 
Secretary 
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TRANS QUEBEC & MARITIMES PIPELINE INC. 
INCOME TAX LOSSES CARRIED FORWARD FOR TOLL PURPOSES 


(74,224) 


1983-1986 
($000) 
1983 1984 

Losses carried forward 

(beginning balance) (40,615) (80,645) 
Net income 

(loss) (8,403) 6,421 
Sponsors’ development 

costs (Si627) _ 
Losses carried forward 

(ending balance) (80,645) 


39 


1985 


(74,224) 


14,218 


(60,006) 
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1986 


(60,006) 


14,232 


(45,774) 
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